
MISSOURI DEPARTMENT OF TRANSPORTATION

Comprehensive Annual Financial Report (CAFR) – June 30, 1999

Engagement Partner: ANDREW BLOSSOM – Gail Miller – Lauren Warrem 
Concurring Review Partner:

Job No.       111754.doc   

Entire Document
Changes Only (Ready to be issued) # of DRAFT

Pro Typed/Oper Proofed Footed Proofed Footed Copies Needed
Forma √ changes

Operator                                                                   

Proofer                                                                 

Comments:                                                                                                                                    

Satisfactory Unsatisfactory

MANAGER: Please rate our quality on this document.

Comments:                                                                                                                                                                 

Manager’s Signature:                                                                                                                                                  

11/03/99



MISSOURI DEPARTMENT
OF TRANSPORTATION

Combined Financial Statements and Schedules

June 30, 1999



MISSOURI DEPARTMENT OF TRANSPORTATION

Table of Contents

Page
FINANCIAL SECTION

Independent Auditors’ Report 1

Exhibit
Combined Financial Statements:

Combined Balance Sheet – All Fund Types, Account Groups, and
Discretely Presented Component Units A 3

Combined Statement of Revenues, Expenditures, and Changes in
Fund Balances –General, Special Revenue, and Capital Projects
Funds B 4

Combined Statement of Revenues, Expenditures, and Changes in
Fund Balances – Budget and Actual – General, Special Revenue,
and Capital Projects Funds C 5

Combined Statement of Revenues, Expenses, and Changes in Retained
Earnings – Internal Service Funds and Discretely Presented Component Units D 6

Combined Statement of Cash Flows – Internal Service Funds and Discretely
Presented Component Units E 7

Notes to Combined Financial Statements 8

Schedule
Combining and Individual Fund Statements and Schedules:

Governmental Funds:
General Fund:

Schedule of Revenues, Expenditures, and Changes in Fund
Balance – Budget and Actual 1 31

Special Revenue Funds:
Combining Balance Sheet – All Special Revenue Funds 2 33
Combining Statement of Revenues, Expenditures, and

Changes in Fund Balances – All Special Revenue Funds 3 34
Schedule of Revenues, Expenditures, and Changes in Fund

Balance –Budget and Actual:
State Highway and Transportation Department Fund 4 35
State Transportation Trust Fund 5 36
Aviation Trust Fund 6 37
State Transportation Assistance Revolving Fund 7 38

Capital Projects Funds:
Combining Balance Sheet – All Capital Projects Funds 8 40



MISSOURI DEPARTMENT OF TRANSPORTATION

Table of Contents, Continued

Page
Schedule

Proprietary Funds:
Internal Service Funds:

Combining Balance Sheet – All Internal Service Funds 12 45
Combining Statement of Revenues, Expenses, and

Changes in Retained Earnings – All Internal Service Funds 13 46
Combining Statement of Cash Flows - Internal Service Funds 14 47

Agency Funds:
Statement of Changes in Assets and Liabilities – Agency Fund 15 49

Schedule of Receipts, Disbursements, and Other Sources (Uses) –
Planned and Actual 16 51



FINANCIAL SECTION



Independent Auditors’ Report

Missouri Highway and Transportation Commission:

We have audited the combined financial statements of the Missouri Department of
Transportation as of and for the year ended June 30, 1999 as listed in the accompanying table of
contents. These combined financial statements are the responsibility of the Department’s
management. Our responsibility is to express an opinion on these combined financial statements
based on our audit.

Except as discussed in paragraphs 4 and 5, we conducted our audit in accordance with generally
accepted auditing standards and Government Auditing Standards issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the combined financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the combined financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
combined financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

As discussed in note 1, the combined financial statements of the Missouri Department of
Transportation are intended to present the financial position and results of operations of only that
portion of the financial reporting entity of the State of Missouri that is attributable to the
transactions of the Department.

Records for expenditures of $166,843,000 recorded in the Special Revenue Funds incurred by
other state agencies funded by the Department’s funds are maintained by other agencies and were
not available for audit. Additionally, records supporting claims and judgements payable of
$56,792,000 recorded in the General Long-term Debt Account Group were unavailable and the
Department’s attorney’s response to our request for information was insufficient to provide audit
evidence. It was not practicable to extend our auditing procedures sufficiently to satisfy
ourselves as to the fairness of the expenditures incurred by other state agencies or the claims and
judgements payable.

We were not engaged to audit financial statements supporting the financial activities of the



In our opinion, except for the effects on the combined financial statements of such adjustments, if
any, as might have been determined to be necessary had we been able to apply adequate
procedures to the expenditures incurred by other state agencies, claims and judgements payable,
had we received an adequate response from the Department’s attorney, or had the scope of our
procedures been sufficient to allow an opinion on the financial statements of the Internal Service
Funds, the combined financial statements referred to above present fairly, in all material respects,
the financial position of the Missouri Department of Transportation as of June 30, 1999 and the
results of its operations and the cash flows of its proprietary fund types for the year then ended,
in conformity with generally accepted accounting principles.

Our audit was made for the purpose of forming an opinion on the combined financial statements
taken as a whole. The combining and individual fund financial statements and schedules listed in
the accompanying table of contents are presented for purposes of additional analysis and are not
a required part of the combined financial statements of the Department. Such information has
been subjected to the auditing procedures applied in the audit of the combined financial
statements. We do not express an opinion on the information in Schedules 12 through 14 for the
reasons stated in paragraphs 5 and 6. In our opinion, except for the effects, if any, of the matters
described in paragraph 4, the remaining supplementary information is fairly stated in all material
respects in relation to the combined financial statements taken as a whole.

The Year 2000 (Y2K) supplementary information included on pages 35 and 36 is not a required
part of the financial statements but is supplementary information required by the Governmental
Accounting Standards Board and we did not audit and do not express an opinion on such
information. Further, we were unable to apply to the information certain procedures prescribed
by professional standards because of the nature of the subject matter underlying the disclosure
requirements and because sufficiently specific criteria regarding the matters to be disclosed have
not been established. In addition, we do not provide assurance that the Department is or will
become Y2K compliant, that the Department’s Y2K remediation efforts will be successful in
whole or in part, and that parties with which the Department does business are or will become
Y2K compliant.

In accordance with Government Auditing Standards, we have also provided our report dated
October 15, 1999 on our consideration of the Department’s internal controls over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grants.

(Insert Electronic Signature Here)

October 15, 1999



MISSOURI DEPARTMENT OF TRANSPORTATION
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(1) Summary of Significant Accounting Policies

The State Highway Department was created in 1913 to act as the state’s agent for public roads. The
State Highway Commission was created in 1921 with the passage of the Centennial Road Law and
was charged with the administration of the network of connecting state highways, including their
location, design, construction, and maintenance.

In 1979, the State of Missouri passed a constitutional amendment merging the State Highway
Department with the Department of Transportation (the Department). This constitutional
amendment gave a newly created Highway and Transportation Commission (the Commission) the
authority over all state transportation programs and facilities. The Commission is a bipartisan body
of six members appointed by the Governor with the consent of the Senate for a term of six years.

These combined financial statements present only selected data for each fund of the Department.
Certain funds included in these combined financial statements do not represent all of the fund’s
activity as discussed in note 1(B). Therefore, expenditures presented for the fund or any program
may not reflect the total cost of the related activity. Other direct and indirect costs provided by the
Department and other state agencies are not allocated to the fund or applicable program.

A. Financial Reporting Entity

The combined balance sheet presents the Department and its component units, entities for
which the Department is considered to be financially accountable. Each discretely presented
component unit is reported in a separate column in the combined financial statements to
emphasize it is legally separate from the Department.

The Commission may impose its will on the Missouri Transportation Finance Corporation
(MTFC). MTFC was created by the Commission under the Missouri General Not-for-Profit
Corporation Law, Chapter 355 of the Revised Statutes of Missouri, to provide financing and
other assistance to public and private entities for highway and transportation projects in the
State of Missouri. The MTFC Board of Commissioners consists of two Highway and
Transportation Commissioners, three Department of Transportation employees by virtue of
their job position, and two members from the general public. Because five of seven MTFC
commissioners are also associated with decision-making for the operations of the Department,
the Department has significant influence over the activities performed by MTFC. Copies of the
MTFC financial statements can be requested from:

Missouri Transportation Finance Corporation
P.O. Box 270



MISSOURI DEPARTMENT OF TRANSPORTATION

Notes to Combined Financial Statements

June 30, 1999

“project” under the Missouri Transportation Corporation Act. Their governing bodies consist
of a Board of Directors that is appointed by the Commission. When the purposes for which the
Corporations were formed have been complied with and all obligations have been paid, each
board shall, with the approval of the Commission, dissolve the Corporations. Upon dissolution,
any assets of the Corporations will be liquidated and deposited in the State Road Fund and will
become the property of the Commission. The Highway K Transportation Corporation, the
Highway 19 Missouri River Bridge Transportation Corporation, and the Fulton 54
Transportation Corporation had no financial activity to report for their most recent year-end.
Copies of the remaining Corporations’ financial statements can be requested from:

Springfield, Missouri State Highway Improvement Corporation
840 Boonville
Springfield, Missouri 65801

Highway 179 Transportation Corporation
320 E. McCarty
Jefferson City, Missouri 65101

210 Highway Transportation Development District
2345 Grand Boulevard Suite 2100
Kansas City , Missouri 64108
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Summarized financial information for the discretely presented component units:

Springfield, Missouri 210 Highway Highway 
Missouri State Transportation Transportation 179
Improvement Finance Development Transportation 

Funds Corporation Corporation District Corporation Total

Assets:
Current assets $ 5,052,422 3,958,556 28,978 4,863,108 13,903,064
Fixed assets 11,371,158 —   252,785 —   11,623,943
Other assets 11,852,946 47,575,115 —   31,380,676 90,808,737

Total assets $ 28,276,526 51,533,671 281,763 36,243,784 116,335,744

Liabilities:
Current liabilities $ 227,151 —   —   348,465 575,616
Bonds payable 16,276,000 —   —   22,930,000 39,206,000
Due to other governments 2,552,684 —   —   —   2,552,684
Due to the Department 1,344,000 422,244 —   —   1,766,244

Total liabilities 20,399,835 422,244 —   23,278,465 44,100,544

Contributed capital —   —   —   14,134,355 14,134,355
Retained earnings (deficit) 7,876,691 51,111,427 281,763 (1,169,036) 58,100,845

Total liabilities and equity $ 28,276,526 51,533,671 281,763 36,243,784 116,335,744

Operating revenue $ 3,748,246 1,628,130 350,543 —   5,726,919
Operating expenses 16,927 157,904 336,194 —   511,025

Operating income 3,731,319 1,470,226 14,349 —   5,215,894

Nonoperating revenues 1,273,909 10,686,725 2,129 238,076 12,200,839
Nonoperating expenses 917,270 9,307 —   1,407,112 2,333,689

Net income (loss) $ 4,087,958 12,147,644 16,478 (1,169,036) 15,083,044

B. Basis of Presentation and Fund Structure

The accounts of the Department are organized and operated on the basis of funds and account
groups. A fund is an independent fiscal and accounting entity with a self-balancing set of
accounts. Fund accounting segregates funds according to their intended purpose and is used to
aid management in demonstrating compliance with finance-related legal and contractual
provisions. Account groups are a reporting device to account for certain assets and liabilities
of each fund not directly in those funds.

The Department has the following fund types and account groups.
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Governmental Funds are used to account for the department’s general government activities.
Governmental Fund Types use the flow of current financial resources measurement focus and
the modified accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recognized when susceptible to accrual (i.e., when they are “measurable and
available”). “Measurable” means the amount of the transaction can be determined and
“available” means collectible within the current period or soon enough thereafter to pay
liabilities of the current period. The Department considers all revenues available if they are
collected within sixty days after year-end. Unmatured interest payable on general long-term
debt is recognized when due and certain compensated absences are recognized when the
obligations are expected to be liquidated with expendable available financial resources and
claims and judgments related to workers’ compensation, vehicle liabilities, and general
liabilities are recorded when known and unreported claims are recorded from actuarial data.
Significant revenues susceptible to accrual include interest, taxes, and federal grants.

Governmental Fund Types used by the Department are:

• General Fund: The General Fund accounts for ordinary operations financed by legislative-
approved appropriations from general revenues and used for general governmental
purposes. Only appropriations to the Department from the General Fund are presented in
the combined financial statements.

• Special Revenue Funds: These funds are established to account for the proceeds of
specific revenue sources (other than expendable trusts or for major capital projects) that
are legally restricted to expenditure for specified purposes. The State Highway and
Transportation Department Fund, State Transportation Fund, Aviation Trust Fund, and
the State Transportation Assistance Revolving Fund are considered Special Revenue
Funds.

• Capital Projects Funds: These funds are established to account for major capital
expenditures. The State Road Fund is considered a Capital Projects Fund. All transactions
recorded in the State Road Fund are presented in the combined financial statements.
Additionally, the Department receives appropriations from the Third State Building Trust
Fund. These appropriations are included in the Capital Projects Funds.
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Proprietary Funds: These funds are accounted for on the flow of economic resources
measurement focus and use the accrual basis of accounting. Under this method, revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred. In
reporting the financial activity of its Proprietary Funds, the Department applies all applicable
Governmental Accounting Standards Board (GASB) pronouncements as well as the following
pronouncements issued on or before November 30, 1989, unless these pronouncements conflict
with or contradict GASB pronouncements: Financial Accounting Standards Board Statements
and Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins
of the Committee on Accounting Procedure. Proprietary Funds include the following fund type:

• Internal Service Funds: These funds are used to account for the financing of goods or
services provided by one department or agency to other departments or agencies of the
governmental unit, or to other governmental units, on a cost reimbursement basis. The
Internal Service Funds include the Self-Insurance Fund and the Highway Employees’ and
Highway Patrol Insurance Plan Fund.

– Highway Employees’ and Highway Patrol Insurance Plan Fund: This fund accounts
for the medical coverage provided on a self-insured basis and death benefit to
Department employees and members of the Missouri State Highway Patrol. Changes
to the Plan are required to be approved by the Commission. The Highway Employees’
and Highway Patrol Insurance Plan Fund is audited by the State Auditor whose audit
is currently in process.

– Self-Insurance Fund: This fund accounts for highway and highway patrol monies used
to pay workers’ compensation claims. Monies are also used to pay automobile and
general liability claims against the Department. Under RSMo. Chapter 287, the
Department is required to establish an escrow agreement in the amount of $200,000 to
operate as a self-insurer. The Department is in compliance with this requirement and
maintains contributed capital in the amount of $210,000 in an escrow account funded
by a contribution from the State Highway and Transportation Department Fund.

Fiduciary Funds: These funds which include Agency Funds, Non-Expendable Trust Funds,
Expandable Trust Funds, and Pension Funds, account for assets held by the Department in a
trustee capacity or as an agent for individuals, other governments, or other funds. The Local
Fund is a Fiduciary Fund, which accounts for money received by the Department from various
political subdivisions and other interested parties. This fund is segregated in its own bank
account and used to reimburse Department funds for expenditures incurred by the Department
on behalf of the political subdivision or other interested parties.
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liabilities include contracts, certificates of participation, compensated absences, and claims
and judgments.

C. Fixed Assets

Fixed assets owned by the Department are stated at cost. Additions, improvements, and
expenditures that significantly extend the useful life of an asset are capitalized. Fixed assets
recorded in the General Fixed Assets Account Group are not depreciated.

Public domain (infrastructure) general fixed assets (e.g., roads, bridges, and other assets that
are immovable and of value only to the government) are not capitalized.

D. Reservations of Fund Equity

The unreserved fund balances for Governmental Funds represent the amount available for
budgeting future operations. A portion of the fund equity has been earmarked (e.g., reserved
for inventory) to indicate it cannot be used for expenditure of current resources in
Governmental Fund Types.

E. Compensated Absences

Under the terms of the Department’s personnel policy, Department employees are granted ten
to fourteen hours of vacation per month. Additionally, employees can accrue a maximum of
240 hours of compensatory time for unpaid overtime. Employees had accrued vacation and
compensatory time available amounting to $28,726,523, of which $23,925 and $4,195,030 are
included as liabilities in the General Fund and State Highway and Transportation Department
Fund, respectively, and the remainder recorded as a liability in the General Long-term Debt
Account Group. Employees are not paid for accumulated sick leave upon retirement or
termination.

F. Budgetary Principles and Presentation

The combined statement of revenues, expenditures, and changes in fund balances is presented
on the Department’s budgetary basis of accounting. Under this basis, revenues are recognized
when cash is received and expenditures are recognized for cash disbursements during the
period for fiscal year 1999 and 1998 appropriations. The Department’s budgetary basis is
different from the state’s legal budgetary basis of accounting, which recognizes expenditures
on the encumbrance method. Expenditures on the budget basis include amounts payable or
encumbered at June 30 and paid during the lapse period, which ended August 31 for regular
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a separate line item without corresponding budget authorization because the authorization was
included in prior budgets. Expenditures incurred during the period of July 1, 1999 to December
31, 1999 have not been included in the accompanying combined financial statements. The
inclusion of those expenditures may ultimately affect the Department’s compliance with
budgetary requirements.

Appropriations lapse at the end of the eighteenth month except for appropriations to the State
Road Fund which are constitutionally authorized to be expended without legislative action.

The Department develops its budget through processes involving each of its ten local districts.
The initial budget is sent to the Office of Administration (OA) on October 1st. The Department
finalizes the budget based on feedback received and present the budget at the first Commission
meeting in November. The approved budget is then submitted to OA which in turn forwards
the budget to the Governor’s office. The Governor develops a recommendation regarding the
approved budget and forwards both the budget and the recommendation to the Legislature. The
Legislature generally acts on budget matters during January.

The following is a reconciliation to the difference between the Departments budgetary basis
and actual:

Special Capital 
General Revenue Projects 

Fund Funds Funds 

Fund balance, budgetary basis $ 606,371 19,974,052 89,240,117
Receivables 2,610,347 92,296,408 90,047,030
Due from other funds —   —   1,964,171
Due from other state agencies 815,779 —   —   
Due from MTFC —   400,000 —   
Inventories —   —   37,121,381
Accounts payable (3,293,350) (7,437,774) (62,739,257)
Article X Hancock refunds —   (4,896,715) (642,897)
Retainages payable —   —   (20,817,092)
Deferred revenue —   —   (50,655,332)
Due to other finds (715,222) —   —   
Compensated absences (23,925) (4,195,030) —   
Investment market value adjustment —   620,186 4,373,678
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G. Deferred Revenue

The Department has recorded deferred revenue in the State Road Capital Projects Fund
relating to money received from political subdivisions or other interested parties advanced to
the Department for costs of construction to be incurred by the Department on the political
subdivision or interested parties’ behalf. The revenue is recognized when the related work is
performed.

H. Use of Estimates

The preparation of combined financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the combined financial statements including accrued liabilities for
compensated absences and claims and judgments. Actual results could differ from those
estimates.

I. Memorandum Only Total Columns

Total columns on the general purpose financial statements are captioned “memorandum only”
to indicate they do not represent consolidated financial information and are presented only to
facilitate financial analysis. The columns do not present information that reflects financial
position, results of operations, or cash flows in accordance with GAAP. Interfund eliminations
have not been made in aggregation of these data.

J. Statement of Cash Flows

Pooled cash and cash equivalents include cash and repurchase agreements.

K. Related Party Transactions

The Department sells petroleum products to various other state agencies. Significant sales
related to the Missouri Highway Patrol were $836,372 during the fiscal year.

L. Related Organizations

The KCT Intermodal Transportation Corporation (KCT-ITC) and the Lake of the Ozarks
Community Bridge Corporation (Bridge Corporation) are not-for-profit corporations organized
under the Missouri Transportation Corporation Act. KCT-ITC is authorized to issue revenue
bonds for the purpose of paying all or any part of the cost of constructing a railroad bridge to
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Lake of the Ozarks Community Bridge Corporation
401 Cliffside Centre
Lake Ozark, Missouri 65049

The KCT-ITC’s obligations are financed by a cost sharing agreement of the member railroads
of Kansas City Terminal. The Commission has no control over toll rates or corporation
management and does not approve any debt of the KCT-ITC. Therefore, the Commission is
not considered financially accountable and information for the KCT-ITC is not included within
the accompanying financial statements.

The Bridge Corporation’s obligations are financed by toll revenue. The Commission has no
control over toll rates or corporation management and does not approve any debt of the Bridge
Corporation. Therefore, the Commission is not considered financially accountable and
financial information for the Bridge Corporation is not included within the accompanying
financial statements.

M. Inventories

Inventories are valued at cost using the weighted average method. The costs of Governmental
Fund Type inventories are recorded as expenditures when consumed rather than when
purchased.

(2) Cash and Investments

Missouri Statute 30.270.2 RSMo. 1994 authorizes the Department, with certain restrictions, to
deposit funds in open accounts, time deposits, certificates of deposit, repurchase agreements, and
United States treasury bills and notes. Statutes also require collateral pledged have a fair market
value equal to 100% of the funds on deposit, less insured amounts, and the underlying investments
must be assigned for the benefit of the Department. Collateral securities must be held by the
Department or an independent third-party and must be of the kind prescribed by State Statutes and
approved by the State Treasurer of Missouri.

Pooled cash and investments include amounts pooled in the State Treasury. Interest income earned
on cash and investments pooled in the State Treasury is allocated to the funds based on the
respective investment and cash balances in the Special Revenue Funds and in the State Road Capital
Projects Fund. The remaining funds do not earn interest.

Repurchase agreements of $58,178,609 are held by the dealer bank’s trust department in the
Department’s name.
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At June 30, 1999, the Department’s deposits and investments consist of the following:

Special Capital
General Revenue Projects Proprietary Agency 

Pooled cash and investments:
Cash and investments pooled

in the State Treasury $ 606,371 20,594,238 67,826,269 —   —   
Repurchase agreements —   —   —   23,894,449 —   

$ 606,371 20,594,238 67,826,269 23,894,449 —   

Interest receivable $ —   547,008 2,043,618 271,165 —   

Restricted assets:
Cash and investments pooled

in the State Treasury $ —   —   25,787,526 —   —   
Cash deposited with banks —   —   —   —   4,760
Repurchase agreements —   —   —   —   34,284,160

$ —   —   25,787,526 —   34,288,920

(3) Taxes

Tax revenues for the year were as follows:

Special Capital
Revenue Projects Total

Fuel tax $ 459,222,903 269,112 459,492,015
Vehicle sales and use tax 37,570,405 117,045,772 154,616,177

$ 496,793,308 117,314,884 614,108,192

Taxes are remitted by the Missouri Department of Revenue to the Department subsequent to
collection. The Department receives the following taxes:

• Fuel tax is paid on the sale of gasoline, aviation fuel used in propelling aircraft with
reciprocating engines, and special fuel (primarily diesel fuel and liquefied petroleum gas)
authorized by Sections 142.010 – 142.350; 155.080 and 155.090; and 142.362 – 142.621,
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• Vehicle sales and use taxes are paid on the purchase of any new or used motor vehicle or trailer
and on vehicles purchased out of state and titled in Missouri or a tax on the sale of a vehicle
between individuals within Missouri. The taxes are authorized by Sections 144.070 and
144.440, RSMo., respectively. The general sales tax rate is 3% and Proposition C tax (RSMo.
144.701) is 1% for a total of 4%. Of the 4%, the Department receives 75% of 50% of the tax.
The remaining 25% is distributed to cities and counties. The Department receives 100% of the
3% general use tax and 75% of the Proposition C use tax and the other 25% is distributed to
cities and counties.

(4) Interfund Transactions

Operating transfers for the year are:

Transfers Transfers
In Out

State Highway and Transportation Department Fund $ —   167,334,122
State Road Fund 167,334,122 —   

$ 167,334,122 167,334,122

Amounts due to/from other funds at year-end were as follows:

Due Due
From To

General Fund $ 715,222 —   
State Road Capital Projects Fund —   1,964,171
Local Agency Fund 1,248,949 —   

$ 1,964,171 1,964,171
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(5) Receivables

Receivables at June 30, 1999 were as follows:

Special Capital Internal Component
Type General Revenue Projects Service Subtotal Unit

Federal government $ 2,610,347 —   29,402,799 —   32,013,146 —   
Taxes —   91,182,725 19,468,033 —   110,650,758 —   
Fees —   —   6,194,898 —   6,194,898 —   
Reimbursements —   —   30,467,274 —   30,467,274 —   
Interest —   547,008 2,043,618 271,165 2,861,791 771,383
Contributions —   —   —   220,897 220,897 —   
Notes —   566,675 —   —   566,675 11,160,618
Property damage —   —   2,481,939 —   2,481,939 —   

Total $ 2,610,347 92,296,408 90,058,561 492,062 185,457,378 11,932,001

The federal government receivable represents funds to be received on federally-participating
projects. Notes receivable represent loans to the cities of Bolivar, Hermann, and Warsaw. The
majority of reimbursements receivable consist of cost reimbursements from political subdivisions.

(6) Long-term Debt

Beginning Ending
Type of Issue Balance Additions Reductions Balance

Advances from other governments $ 1,864,386 1,833,237 1,291,500 2,406,123
Advances from component units 40,387,002 —   —   40,387,002
Certificates of participation 1,940,000 —   940,000 1,000,000
Federal Highway Administration

loan 15,000,000 —   —   15,000,000
Capital leases 4,414,028 294,089 2,526,092 2,182,025
Compensated absences 21,388,460 22,082,012 18,962,904 24,507,568

$ 84,993,876 24,209,338 23,720,496 85,482,718
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The detail of long-term debt at June 30,1999 follows:

Advances from other governments:
Advance agreement with the County of St. Charles to

provide for the design of Route D in St. Charles County.
Principal payment will occur on January 1, 2002; no
interest will accrue $ 868,971

Advance agreement with the County of St. Charles to 
provide for the reconstruction of the I-70 and Route 94
interchange.  Principal payment will occur on January 1,
2001; no interest will accrue 47,462

Advance agreement with Scott County Transit for the
development of an industrial park at the intersection of
Route H and HH.  Principal payment will occur on 
September 1, 2002.  Principal payment is payable in full;
no interest will accrue 1,331,943

Advance agreement with the City of St. Robert, Missouri for
the improvement of the Missouri Avenue intersections within
the City of St. Robert.  Principal payment will occur on 
March 29, 2000.  Principal payment is payable in full; no
interest will accrue. 10,285

Advance agreement with the City of St. Charles for the
addition of a right exit lane on Route 94 in St. Charles. 
Principal payment will occur on January 1, 2000. Principal
payment is payable in full; no interest will accrue 100,000

Advance agreement with the City of St. Charles for the
reconstruction of the I-70 and Route 94 interchange.
Principal payment will occur on January 1, 2001;
no interest will accrue 47,462

$ 2,406,123
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Advances from component units:
Advance agreement with MTFC for the construction of the

Cape Girardeau Bridge in Cape Girardeau County.  Principal
payments begin on August 1, 1999 and conclude on August 1,
2003.  Principal payments range from $2,000,000 to $7,000,000;
interest at the average rate earned on the State Road Fund for
the sixty days prior to the payment due date.  (This rate as
of June 30, 1999 equaled 4.95%) $ 28,000,000

Advance agreement with the Highway 179 Corporation for
the construction of Highway 179.  Principal payments begin
August 1, 1999 and conclude August 1, 2008.  Principal
payments range from $2,731,818 to $3,905,736 20,387,002

$ 48,387,002

Certificates of participation:
Series 1992 certificates of participation.  Maturities conclude

March 15, 2000.  Principal payment in the amount of $1,000,000 
Interest rates from 4.9% to 8.9% $ 1,000,000

Federal Highway Administration loan:
An interest free loan with the Federal Highway Administration

for $15,000,000 for the extension of Page Avenue in St. Charles.
Principal payment will occur as early as October 1, 2001.
Principal is payable in full; no interest will accrue $ 15,000,000

Capital lease obligations:
1997 lease-purchase of computer equipment, due in monthly

installments of $315 to $40,033 through July 2000;
interest from 5.23% to 8.44% $ 1,001,051

1998 lease-purchase of computer equipment, due in monthly
installments of $294 to $16,826 through May 2000; interest
from 4.85% to 9.14% 849,394

1998 lease-purchase of Wildcat Roadpatcher, due in monthly
installments of $2,883 through July 2000; interest at 7.368% 35,937

1999 lease-purchase of computer equipment, due in monthly
installments of $535 to $974 through June 2001; interest
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Annual debt service requirements to maturity:

Fiscal Year Principal Due Interest Due Total Due

Advances from
other governments:

2000 $ 110,285 —   110,285
2001 94,924 —   94,924
2002 868,971 —   868,971
2003 1,331,943 —   1,331,943

$ 2,406,123 —   2,406,123

Advances from
component units:

2000 $ 5,182,700 1,386,000 6,568,700
2001 9,731,818 1,287,000 11,018,818
2002 9,813,772 940,500 10,754,272
2003 9,898,185 594,000 10,492,185
2004 7,985,131 247,500 8,232,631

Thereafter 16,769,070 —   16,769,070

$ 59,380,676 4,455,000 63,835,676

Certificates of
participation:

2000 $ 1,000,000 70,000 1,070,000

Capital leases:
2000 $ 1,675,008 92,490 1,767,498
2001 348,437 18,862 367,299
2002 155,620 5,668 161,288
2003 2,960 22 2,982

$ 2,182,025 117,042 2,299,067
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(7) Fixed Assets

Changes in general fixed assets are summarized below (in thousands of dollars):

Balances Balances
July 1, June 30,
1998 Additions Deductions 1999

Fleet equipment $ 195,457 18,619 8,270 205,806
Tool and equipment 118,547 20,975 15,723 123,799
Tool and equipment –

federal funded 2,453 585 144 2,894
Real estate – building 123,898 16,760 222 140,436
Real estate – land 18,916 157 240 18,833
Capital leases 4,414 294 2,526 2,182
Building in progress 26,601 13,885 17,069 23,417

Total $ 490,286 71,275 44,194 517,367

(8) Risk Management

Various lawsuits against the Department arise incident to the Department’s normal operations.
These include workers’ compensation, vehicle liability, general liability, inverse condemnation, and
contractor suits. It is the policy of the Department not to purchase commercial insurance, but to
manage its risks internally by setting aside assets for the settlement of certain claims in its Internal
Service Fund, the Self-Insurance Fund. The Self-Insurance Fund services claims for workers’
compensation, vehicle liability, and general liability. Per Section 537.610, RSMo., the liability of
the state and its public entities on claims within the scope of Sections 537.600 to 537.650 shall not
exceed one million dollars for all claims arising out of a single accident or occurrence and shall not
exceed one hundred thousand dollars for any one person in a single accident or occurrence, except
for those claims governed by the provisions of the Missouri workers’ compensation law, Chapter
287 RSMo.

Liabilities for incurred losses related to workers’ compensation and general and vehicle liability
claims are reported at their discounted value, assuming an investment yield of 7%.

Inverse condemnation and contractor suits are paid from the State Road Fund.
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(9) Defined Benefit Pension Plan

Membership in the Highway and Transportation Employee’s and Highway Patrol Retirement
System (the Retirement System) was established, and is administered, by a Board of Trustees in
accordance with the Revised Statutes of Missouri.

As it relates to the Department, the Retirement System is a cost-sharing multiemployer public
employee retirement plan which provides retirement, death, and disability benefits to full-time
(defined as at least 1,000 hours to be worked annually), with benefits vesting after five years of
creditable service. Contributions to the Retirement System are 22.52% of covered payroll for
regular wages and .08% for disability wages. The Department made the required contribution. Any
amendments to the plan are established by the Retirement System Board of Trustees.

Employees do not contribute to the Retirement System. The Retirement System’s funding policy
provides for actuarially determined employer contributions using the entry-age normal cost method
on a closed group basis (consisting of normal cost and amortization of any unfunded accrued
liabilities over a forty-year period). Actuarially determined rates, expressed as percentages of
annual covered payroll, provide for amounts sufficient to fund those benefits designated by State
Statute to be funded in advance. Contributions for the special consultant fees are funded on an
actuarial basis.

The Retirement System issues its own stand-alone financial report. Copies may be requested from:

The Highway and Transportation Employees’ and
Highway Patrol Retirement System
1445 Christy Drive
Jefferson City, Missouri 65110

(10) Commitments and Contingencies

Unemployment Benefits

The Department is subject to the Missouri Employment Security Law. Department employees who
qualify are entitled to benefit payments during periods of unemployment. The Department is
required to reimburse the Employment Division for benefit payments made to its former employees.
There appears to be no practical method of estimating the amount of future benefit payments which
may be made to former employees for wage credits earned prior to June 30, 1999. Consequently,
this potential obligation is not included in the accompanying combined financial statements. Total
reimbursements made by the Department during the fiscal year were $431,008.
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Federal Funding

The Department receives federal grants which are subject to review and audit by federal grantor
agencies. This could result in request for reimbursements to the grantor agency for any expenditures
which are disallowed under grant terms. The Department believes that such disallowances, if any,
would be immaterial.

Operating Leases

The Department is committed under leases for office equipment. Rental expenditures for the year
ended June 30, 1999 amounted to $1,629,094. Future minimum lease payments for these leases are
as follows:

2000 $ 733,528
2001 326,549
2002 198,126
2003 107,189
2004 23,240

Hancock Amendment

The Missouri Constitution bars the general assembly from imposing taxes which, together with all
other revenues of the state, excluding federal funds, exceed a specified revenue limit. The revenue
limit is calculated by dividing total state revenues by the personal income of Missouri in 1979
multiplied by the personal income of Missouri in either the calendar year prior to the calendar year
in which appropriations for the fiscal year for which the calculation is being made or the average of
personal income of Missouri in the previous three calendar years, whichever is greater.

During fiscal year 1999, refunds computed in accordance with this amendment for fiscal year 1997
of $23,662,927, $6,410,790, $518,053, and $19,754 were disbursed from the Motor Fuel Tax
Fund, the State Highway and Transportation Department Special Revenue Fund, the State Road
Capital Projects Fund, and the Aviation Special Revenue Fund, respectively. Had refunds not been
made from the Motor Fuel Tax Fund, $16,841,364 would have been deposited into the State
Highways and Transportation Department Fund, $6,821,563 would have been deposited into the
State Road Fund, and the remaining $2,273,853 would have been distributed to the various cities
and counties.
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In the event total state revenues exceed the revenue limit by 1% or more, excess revenues are
refunded to taxpayers. At June 30, 1999, the Department had liabilities for refunds computed in
accordance with this amendment for fiscal year 1998 recorded in the State Highway and
Transportation Department Special Revenue Fund, the State Road Capital Projects Fund, the
Aviation Trust Special Revenue Fund, and the State Transportation Assistance Revolving Special
Revenue Fund of $4,878,346, $642,897, $16,584, and $1,785, respectively. Additionally, the state
legislature of Missouri has appropriated $23,988,897 in fiscal year 1998 refunds which will be
disbursed from the Motor Fuel Tax Fund in fiscal year 2000. These refunds will reduce the
revenues allocated to the Department by $19,134,943 and various cities and counties by
$4,853,954.

No liability has been recorded for future refunds because any refunds are liabilities of the state until
appropriated from the Department’s funds.
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Year 2000 Project

The Year 2000 (Y2K) issue is the result of shortcomings in many electronic data processing systems and
other electronic equipment which rely on programmable codes or hardware components that are not
equipped to process dates after December 31, 1999. The issue arises because many computer systems,
especially software programs, have been designed with a two digit date field for the year rather than four
digits. These programs may interpret a date stored as ‘00’ as the year 1900 instead of 2000.

The scope of the Department Y2K project covers all functions directly performed by the department, as
well as relationships with outside vendors, contractors, government entities, public institutions, and other
stakeholders with whom the Department exchanges information.

There are unique distinctions between Information Technology systems and embedded technology
components within the operations of the Department’s basic infrastructure. The Department’s Y2K project
distinguishes between activities in these two categories for the purpose of applying appropriate expertise to
each one. Although work performed in each category is separate and unique, there is a joint report and a
common inventory and remediation database for the department.

The Department has adopted a five-stage methodology to address the Y2K issue, consisting of the
following phases:

Awareness Phase

The awareness phase educates department personnel and the public to the various issues surrounding Y2K
at the Department. Presentations, newsletters, internal web pages, project updates, and other multimedia
events are some of the ways this information is disseminated. The project plan is created during this phase,
and major tasks and subtasks to complete the work on time are identified. The priority scheme that
determines critical exposures is established and key terms are defined.

Inventory Phase

The inventory phase identifies systems and components potentially affected by the Y2K problem. The
department established an initial list of systems and components which could be affected and similar lists
were obtained from national web sites dedicated to solving Y2K issues. This phase includes investigation of
paper inventories and a physical count for validation of the record.

Assessment Phase

The assessment phase performs a risk analysis by correlating the inventory list with the established set of
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Implementation Phase

This phase puts components which have been modified for Y2K compliance back into production status.
Contingency plans for critical business operations are developed and reviewed with business units to ensure
a backup mode of operation exists and that resources can be applied to the problem for a quick resolution.

Priorities

The department prioritized its business functions into a four-tiered scheme using a set of criteria that
defines impact on safety, the department’s mission, ability to conduct normal business, and other factors.
Each computer system and embedded technology component was also prioritized according to a set of four
criteria to address potential problems in the Department’s systems and equipment. They are:

• Priority 1 – Safety-related (e.g., traffic signals, roadway maintenance)

• Priority 2 – Immediate loss or stoppage of essential business functions (e.g., employment, bid
lettings, payrolls, bill payment, computer operations, communications, equipment maintenance,
claims)

• Priority 3 – Eventual loss or stoppage of business (e.g., heating, elevators, security,
laboratory)

• Priority 4 – Non-critical impact (e.g., copiers, microwaves, VCR’s, electric wall clocks)

Remediation work focused on the highest priorities first and contingency plans were developed for the
highest-tiered business functions.

Resources Committed

As of October 12, 1999, in the information technology portion of the project, the awareness phase was
100% complete, the inventory stage was 100% complete, the assessment phase was 100% complete, the
remediation phase was 98% complete, and the implementation phase was 94% complete. In the embedded
technology portion, the awareness phase was 100% complete, the inventory stage was 100% complete, the
assessment phase was 100% complete, the remediation phase was 100% complete, and the implementation
phase was 93% complete.

An internal staff commitment of more than 33,000 hours is dedicated to the Y2K project, and $2.1 million
in outside consultant resources is being expended to complete the plan.



COMBINING AND INDIVIDUAL FUND STATEMENTS AND SCHEDULES

The supplemental financial presentation contains data beyond what is included in the combined financial
statements. These data are presented to provide additional financial information in order to better inform
the users of the combined financial statements.



GENERAL FUND

The Department receives appropriations from the State’s General Fund for federal funds advanced or
reimbursed and funds used to initially fund or provide matching funds or support for programs paid wholly
or partially from other sources.



SPECIAL REVENUE FUNDS

Special Revenue Funds account for revenue sources that are legally restricted to expenditure for specific
purposes.

State Highway and Transportation Department Fund – This fund is constitutionally established to
receive revenues derived from the use of state highways. This fund pays the costs incurred to collect that
revenue, to administer the Highway and Transportation Commission and the Department of Trans-
portation, and to provide other related functions.

State Transportation Trust Fund – This fund is constitutionally established to receive 1% of one-half of
the 3% state sales tax on all motor vehicles. As provided by Section 226.225, RSMo., appropriations from
this fund authorize the disbursements for transportation purposes other than road and highway construction
and maintenance.

Aviation Trust Fund – This fund is established by Section 155.090, RSMo., to account for a use tax on
aviation fuels. As provided by Section 305.230, RSMo., appropriations from this fund authorize
disbursements for various aviation maintenance, safety, and airport planning projects.

State Transportation Assistance Revolving Fund – This fund is established by Section 226.191, RSMo.,
to assist in the planning, acquisition, development, and construction of transportation facilities other than
highways in Missouri to be funded with state appropriations, contributions, federal monies, and other
public and private sources.



CAPITAL PROJECTS FUNDS

Capital Projects Funds account for resources used for the acquisition and/or construction of capital projects
not being financed by other funds.

State Road Fund – This fund is constitutionally established to receive monies from the motor vehicle sales
tax, the federal government, and transfers from the State Highway and Transportation Department Fund
and the State’s Motor Fuel Tax Fund, and any other revenues held by the Department not required to be in
another fund. Appropriated disbursements consist of costs incurred to construct, improve, and maintain the
state highway system.

Third State Building Trust Fund – Appropriations from this fund include certain Department capital
improvement projects.



INTERNAL SERVICE FUNDS

Highway Employees’ and Highway Patrol Insurance Plan Fund – This fund accounts for the medical
coverage provided on a self-insured basis and death to Department of Transportation employees and
members of the Missouri State Highway Patrol. Changes to the plan are required to be approved by the
Missouri Highway and Transportation Commission.

Self-Insurance Fund – This fund accounts for highway and highway patrol monies used to pay workers’
compensation claims. Monies are also used to pay automobile and general liability claims against the
Department. Under RSMo. Chapter 287, the Department is required to establish an escrow agreement in
the amount of $200,000 to operate as a self-insurer. The Department is in compliance with this requirement
and maintains contributed capital in the amount of $210,000 in an escrow account funded by a contribution
from the State Highway and Transportation Department Fund.



AGENCY FUNDS

Local Fund – This fund accounts for money received by the Department from various political
subdivisions and other interested parties, which is segregated in its own bank account and used to
reimburse Department funds for expenditures incurred by the Department on behalf of the political
subdivision or other interested party.



SCHEDULE OF REVENUES AND EXPENDITURES BY SOURCE

These data are presented to provide financial information to comply with RSMo. 21.795.2(1)(c).
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